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able increase in effective property tax rates con-
trasts sharply with reductions in Connecticut’s
sales tax rate and effective state income tax rates
since the early 1990s.  
Property taxes are not the only revenue source.
Despite their high property tax rates, poor towns
also rely heavily on state aid.  And the range of
state aid per capita has gotten bigger.  Some of the
wealthiest towns received less state aid per capita
in 1998 than they did ten years earlier.  Some of
the poorest towns got considerably more:
Waterbury was up 40%; Bridgeport, 72%;
Hartford, 79%;  New Haven, 90%; and New
London, 160%.  The distribution of state aid has
become more favorable to poorer towns, offsetting
some of the greater inequality in the distribution of
private income and property wealth. 
And what about public services?  Has the redis-
tribution of state aid allowed poorer towns to hike
public spending more rapidly than their wealthier
neighbors?  The table indicates some movement in
this direction.  Within the bottom-10 group, school
spending per pupil rose 93% over the 10-year peri-
od, from an average of $3,334 to $6,445.  Growth
within the top-10 group was 72%.  
Other evidence of redistribution in educational
resources are the upward shifts in the school
spending rankings of some of the state’s poorest
towns: from 31st to 5th in Hartford, 42nd to 30th
in New London, 51st to 38th in Waterbury, 85th to
24th in New Haven, and 119th to 19th in
Windham.  Similarly, even public outlays on non-
educational services have become more evenly dis-
tributed, further compensating for some of the
greater inequality in private income and property.
Converging or Diverging?
Many factors affect economic well-being, but
even the few examined here indicate that the last
ten years have brought some changes.  Incomes
and property values grew faster in wealthier com-
munities than in poorer ones, widening the eco-
nomic gaps between Connecticut towns.  Effective
property tax rates increased sharply throughout the
state, but grew fastest and remain highest in some
of the state’s poorest towns, discouraging econom-
ic development and further aggravating income
and wealth inequalities.  
Not all of the changes, however, point to greater
divergence in economic well-being.  Living costs
increased more rapidly in affluent towns, primarily
due to faster growing housing prices in those
areas.  State-aid per capita increased for poorer
towns and decreased for wealthier ones, enabling
more rapid growth in both educational and noned-
ucational public services in low-income areas.
But, whether housing market adjustments and
publicly financed redistribution of resources can
adequately compensate for increases in the
inequality of private resources is a critical question
for Connecticut and the New Economy. 
The State Income Tax By 
the Numbers
By William A. McEachern
Since 2000 Census data will not become available for more than a year, state
income tax figures remain the best source of information about economic activi-
ty across towns and over time.  Fueled by a bull market that seemingly wouldn’t
quit and a state economy then in its sixth year of expansion, Connecticut
income tax receipts roared ahead in 1998.  Higher-income taxpayers continued
to shoulder an ever-increasing share of the total—the top 0.2% of filers paid
more state income taxes than the bottom 70% put together.   
Based on data just released for 1998, Connecticut’s income tax continued to
rack up the revenue. The number of income tax returns filed by year-round
residents increased by 2.1% and adjusted gross income jumped by 9.7%. And
despite policy changes that eroded the income tax base, tax receipts still
climbed 8.1%. 
Bottom Half, Top Half
The median adjusted gross income (AGI) for the 1.33 million Connecticut
filers in 1998 was about $40,000, the same as in 1997. Those filers who
reported an AGI below the median (i.e., half the 1.33 million filers) paid an
average of $206 in Connecticut income taxes in 1998, or about $4 per week, a
10% drop from their 1997 tax bill. Their state income tax in 1998 averaged
1.0% of their AGI, down from 1.1% in 1997.  Taxes paid by the bottom half
fell because of expanded tax rate cuts at low levels of income and because the
property-tax credit was increased. 
Filers below the median as a group earned 14.6% of the AGI reported
statewide, but paid only 4.9% of the $2.8 billion collected in 1998, down from
5.8% in 1997.  So their share of income tax payments in 1998 was only one-
third their share of income receipts. 
Filers reporting an AGI above the median paid an average of $4,122 in
1998, or about $80 per week, up from $68 per week in 1997. Their state
income tax amounted to 3.3% of their AGI, up from 3.2% in 1997. Filers
above the median AGI paid 95.1% of the state income tax total in 1998, up
from 94.2% in 1997. 
Filers with an AGI of at least $100,000 accounted for 12.8% of all filers and
54.8% of all AGI but contributed 64.5% of all state income taxes in 1998.
Thus, the top eighth of filers based on AGI paid nearly two-thirds of all
Connecticut income taxes. 
Only 1 in 570 Connecticut income tax filers, or 0.2%, reported an AGI of at
least $2,000,000 in 1998. That group paid $499.1 million in state income
taxes, an amount that exceeded the total paid by the bottom 70% of all filers
put together. In terms of the number of filers, the 2,330 filers with an AGI of
at least $2,000,000 paid more than the 928,000 filers reporting an AGI of
$60,000 or less. 
Income Tax History: Progressively Higher
Between 1992, the first full year of the state income tax, and 1998, the
number of Connecticut filers increased by 10.9%, total AGI rose 50.8%, and
income tax receipts climbed 48.2%.  The average tax per filer increased from
$1,593 to $2,128, or 33.4%.  
The median AGI climbed from about $35,000 in 1992 to $40,000 in 1998, or
14.3%. Among filers with an AGI below the median, the average AGI
increased from $19,231 in 1992 to $20,722 in 1998, a growth of 7.8%. The
average tax of filers below the median AGI fell from $244, or 1.3% of AGI, in
1992, to $206, or 1.0% or AGI, in 1998.  Among filers below the median, the
average tax declined by 15.6% between 1992 and 1998.
Among filers with an AGI above the median, the average AGI jumped from
$87,232 in 1992 to $125,983 in 1998, for a growth of 44.4%. The tax bite on
filers above the median AGI went from $2,940, or 3.4% of AGI, in 1992 to6 The Connecticut Economy Spring 2000
$4,122, or 3.3% in 1998. Among filers above the median, the
average tax climbed 40.2%. The share of the total tax bill paid
by filers above the median AGI increased from 92.3% in 1992 to
95.1% in 1998.  
Property-tax credits reduced the income tax bill in 1998 by
$262.8 million. Nearly half the credits went to those reporting an
AGI below $50,000. Because the credit declines as income
increases, it benefits lower income filers relatively more.  For
example, although those below the median AGI paid only 4.6%
of all state income taxes collected, they received 34.6% of the
property tax credits. Those with AGI above $100,000 paid 64.5%
of all state income taxes collected but received only 12.2% of
the property tax credits awarded.  
Rich Towns, Poor Towns
Our centerfold (pages 10-11) reports on Connecticut income
taxes by town for 1998. The top five towns ranked by average
tax per return in 1998 were New Canaan, Greenwich, Weston,
Darien, and Westport. All five towns are from the Stamford
Labor Market Area and all five also topped the list back in 1992.
In fact, New Canaan has been numero uno every year since
1992. 
The state’s five poorest towns in terms of average tax pay-
ments per return in 1998 were, from the bottom, Hartford,
Bridgeport, Killingly, Sterling, and Plainfield.  Killingly, Sterling,
and Plainfield also ranked in the bottom five in 1992; Hartford
and Bridgeport were sixth and seventh from the bottom. 
Thus the town rankings have been quite stable during the
1990s, at least at the top and bottom. But filers from the top
towns have paid proportionately more over time. The average tax
payment by filers from the top five towns in 1992 was 6.7 times
that paid by filers from the bottom five towns. By 1998, an
increase in AGI at the higher end of the distribution combined
with lower tax rates and expanded property tax credits at the
lower end of the distribution nearly doubled that multiple to 12.9. 
Geography plays a clear role in the average tax liability by
town. The five towns with the largest average tax liability are in
the southwest corner of the state.  Of the five towns with the
lowest average liability, two are central cities and the other three
are rural towns on the Rhode Island border.
Tax History By Town
Consider the brief town-by-town history of the income tax in
Connecticut. Although the average tax payment per return
increased by a third between 1992 and 1998, a dozen towns
actually saw a decline in their average, as shown in the lower
half of the chart to the right. Hartford experienced the biggest
drop at 21.2%; Bridgeport was second at 14.5%, and Windham
third at 8.8%.  East Hartford and New London tied for fourth
biggest drop at 7.8%. The list of decliners consists mostly of
central cities plus a few poor towns east of the Connecticut
River. 
The upper half of the chart shows the dozen fastest growing
towns in average tax payments per return between 1992 and
1998, led by tiny Colebrook, which jumped a whopping 254.0%.
Washington ranked second at 135.3%, Greenwich, third at
117.9%, Sharon, fourth at 106.1%, and Darien, fifth at 97.2%.
All members of the dazzling dozen except Lyme are west of the
Connecticut River and half are in lower Fairfield County.
As noted earlier, the number of filers increased by 10.9% in
Connecticut from 1992 to 1998. Because the central cities were
harder hit by the recession of 1989 to 1992, the number of
returns rebounded more than average there from 1992 to 1998,
and more than in the leafy suburbs of lower Fairfield County,
where the recession was a brief interlude. New London saw its
number of filers grow 21.3%, Bridgeport 18.0%, Hartford 11.7%,
and New Haven 11.0%. Filings in Westport grew only 4.8%,
Greenwich 5.3%, Darien 5.4%, and New Canaan 6.7%.
Statewide, only Vernon experienced a decline in the number of
filers, a drop of 1.8%.  Vernon may have been ground zero
because of the downsizing of blue-collar defense jobs. 
Fairfield County Rules
Fairfield County’s 23 towns include 10 of the state’s 15 top
ranking towns in terms of average tax per return in 1998. All but
three towns in the County ranked in the top half of Connecticut
towns, and only Bridgeport ranked among the bottom 50 towns
in the state. 
Fairfield County in 1998 constituted 24.8% of all state income
tax filers and 25.6% of the state’s population. Both figures were
relatively unchanged from 1992.  So the County’s share of filers
was about the same as its share of population.  But Fairfield
County contributed a growing share of state income taxes during
the 1990s, climbing from 34.5% in 1992 to 41.0% in 1998.  
Fairfield County paid a growing share of state income taxes,
not because it has proportionately more taxpayers relative to its
population or because the number of taxpayers grew more there
than in the rest of the state, but because average payments from
each filer in Fairfield County grew more. State income tax
receipts from Fairfield County jumped 71.2% from 1992 to 1998
and the average tax per return rose 54.4%.  For the rest of the
state, tax receipts grew only 29.7% and the average tax per
return only 19.2%.  
The average filer in Fairfield County paid $2,214 in 1992, or
63.0% more than the $1,358 paid by the average filer in the rest
of the state. By 1998, the average filer in Fairfield County paid
$3,418, or 111.1% more than the $1,620 average for the rest of
the state. 
Here’s something to ponder.  The 25.6 thousand filers from
Greenwich collectively paid $240.8 million in state income taxes
in 1998.  This exceeded the total paid by all filers from Ansonia,
Bridgeport, Bristol, East Hartford, Hartford, Meriden, New
Britain, New London, New Haven, Norwich, Waterbury, and
Windham, put together, a group totaling 273.2 thousand filers,
or more than one fifth of the state’s total.  
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